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Maruti Suzuki  India’s (MSIL) Q2FY12 PAT at  INR 2.4 bn (down 60% Y‐o‐Y 
and 56% Q‐o‐Q) was 40% below our and consensus expectations. EBITDA 
margin declined 320bps sequentially  to 6.3%. High discounts, promotion 
cost,  appreciating  JPY,  adverse  product  mix  and  negative  effect  of 
operating leverage were primary reasons for the dismal performance. Full 
impact of appreciating JPY is likely in H2FY12 as the exposure is unhedged 
whilst  promotion  and  discounts  are  likely  to  stay  high  amidst  poor 
demand. Weak Q2FY12  performance  poses  downside  risk  to  our  FY12E 
EPS of INR 79.7. Management call  is scheduled on October 31, 2011. We 
maintain ‘REDUCE’ with target price of INR 1,060.  
 

Dismal show in Q2FY12; margin at lowest in past seven years 

MSIL’s EBITDA margin dropped to its lowest in the past seven years to 6.3% in Q2FY12 
versus 9.5% in Q1FY12. Appreciating JPY affected margins by 130bps on both high 
royalty and raw material costs. High promotion cost bloated other expenditure by 
100bps and weak product mix and negative effect of operating leverage (since Q-o-Q 
sales dropped 10%) accounted for the balance decline.   
 

Demand stays sluggish; JPY likely to be drag on H2 margins 
While demand for petrol cars is sluggish, the full impact of JPY appreciation on 
imported raw material is likely in H2FY12 when the forex exposure is unhedged. Our 
sensitivity suggests if JPY stays at the current level, it can affect EBITDA margin by 
160bps in Q3FY12.  
 

Outlook and valuations: Challenging; maintain ‘REDUCE’ 
Outlook for FY12 stays challenging. We maintain ‘REDUCE/  Sector Underperformer’ 
recommendation/rating on MSIL with a target price of INR 1,060. Management call is 
scheduled on October 31, 2011 at 10 a.m. IST. 
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MARKET DATA (R: MRTI. BO, B: MSIL IN) 

CMP : INR 1,126 

Target Price : INR 1,060 

52-week range (INR) : 1,599 / 1,010 

Share in issue (mn) : 288.9 

M cap (INR bn/USD mn) : 325 / 6,598 

Avg. Daily Vol. BSE/NSE (‘000) : 467.9 
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* Promoters pledged shares : Nil 
    (% of share in issue) 

PRICE PERFORMANCE (%) 

  Stock Nifty  EW Auto
      Index 

1 month (2.5) (1.6) 1.2 

3 months (4.3) (8.9) 3.2 

12 months (26.9) (17.2) (5.9) 

EDELWEISS 4D RATING 

FLASH

FLASH NOTE 

Promoters*
54.2%

MFs, FIs & 
Banks
17.7%

FIIs
19.2%

Others
8.8%

Financials
Year to March FY10 FY11 FY12E FY13E
Revenues (INR mn) 296,231       369,163       400,108       447,640     
Rev. growth (%) 42.1              24.6              8.4                11.9           
EBITDA (INR mn) 39,689         35,193         36,576         42,893       
Net profit (INR mn) 24,975         22,886         23,029         25,573       
Shares outstanding (mn) 289               289               289               289             
Diluted EPS (INR) 86.9             78.5             79.7             88.5            
EPS growth (%) 79.0              (9.7)               1.6                11.0           
Diluted P/E (x) 13.0             14.4             14.2             12.7            
EV/EBITDA (x) 6.6                7.2                7.1                6.0              
ROAE (%) 23.7             17.6             15.4             15.0            
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Financial snapshot
Volume analysis

Year to March Q2FY12 Q2FY11 % change Q1FY12 % change Edelweiss comments
Volumes
Units sold (nos) 252,307 313,654 (19.6) 281,526 (10.4) In addition to bleak outlook, sales of 

28,539 units lost on account of strike at 
Manesar.

Domestic 222,406 277,936 (20.0) 250,683 (11.3) Market share in compact segment (A2) 
declined by 380bps Q-o-Q to 48.7%

Exports 29,901 35,718 (16.3) 30,843 (3.1)
Realisation (INR) 298,741 284,935 4.8 295,529 1.1

Financial analysis

Year to March Q2FY12 Q2FY11 % change Q1FY12 % change Edelweiss comments
Revenues (net) 75,375      89,371     (15.7)            83,199       (9.4)             Broadly in line Edelweiss estimate
Other operating income 2,942        2,102       40.0             2,094         40.5             On higher income from services, scrap 

sales and cash discounts

Total revenues 78,316      91,473     (14.4)            85,293       (8.2)             1% above estimate
Raw material 61,566      70,756     (13.0)            66,917       (8.0)            
Staff costs 1,995        1,568       27.2             1,794         11.2            
Other expenses 9,814        9,545       2.8               8,438         16.3             On higher advertisement, higher royalty 

outgo and negative effect of operating 
leverage

Total expenditure 73,374      81,870     (10.4)            77,149       (4.9)            
EBIDTA 4,942        9,603       (48.5)            8,144         (39.3)           27% below Edelweiss estimates
Other income 1,177        1,340       (12.1)            1,801         (34.6)          
Interest 109           97            12.3             58               89.9            
Depreciation 2,664        2,382       11.8             2,425         9.9               High as Plant B at Manesar got 

commissioned during the quarter
PBT 3,346        8,464       (60.5)            7,463         (55.2)          
Tax 942           2,481       (62.0)            1,970         (52.2)          
Adjusted net profit 2,404        5,982       (59.8)            5,492         (56.2)          
Reported Net profit 2,404        5,982       (59.8)            5,492         (56.2)          

Margin analysis
as % of net revenues

Year to March Q2FY12 Q2FY11 bps change Q1FY12 bps change Edelweiss comments
Raw material 78.6 77.4 125.9 78.5 15.6 40bps below estimate
Staff costs 2.5 1.7 83.2 2.1 44.4
Other expenses 12.5 10.4 209.7 9.9 263.8 260bps above estimate
EBIDTA 6.3 10.5 (418.8) 9.5 (323.8) 240bps below estimate
Adjusted net profit 3.1 6.5 (347.0) 6.4 (336.9)
Tax rate 28.1 29.3 (116.8) 26.4 174.8
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Edelweiss Securities Limited, Edelweiss house, off C.S.T. Road, Kalina, Mumbai – 400 098. 
Board: (91-22) 4009 4400, Email: research@edelcap.com 
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This document has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate companies are a full service, integrated investment banking, 
portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. This document does not constitute an 
offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or 
other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall 
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This document is provided for 
assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each 
recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this 
document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed 
may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the 
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as advisor or 
lender/borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly 
confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other 
person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and 
affiliates/ group companies to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and 
persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. The information given in this document is as of the date of this report 
and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. Edelweiss reserves the 
right to make modifications and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or keep the information current. 
Nevertheless, Edelweiss is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client 
queries. Neither Edelweiss nor any of its affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. Past performance is not necessarily a guide to future performance. 
The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in 
the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in the securities or 
derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the 
subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views 
expressed in this report. Analyst holding in the stock: no. 
 
For recipients in the United States:  This report was prepared by Edelweiss Securities, which is not a FINRA member nor a broker-dealer registered with the SEC.  US persons receiving this 
research and wishing to effect any transactions in any security discussed in the report should contact an SEC-registered broker-dealer. In order to conduct business with Institutional Investors 
based in the U.S., Edelweiss Securities has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). 
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